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IN DEPEND ENT A UD ITO R S' REPO RT 

Board of Directors 
Friends of Fam ilies/Baton Rouge, Inc. 
Baton Rouge, Louisiana 

W e have audited the accompan ying statem ent of assets, liabilities an d net assets - m odified cash basis 

of FRIENDS OF FAM ILIES/BATON ROUGE, IN C. (a non-profit organization), as of December 
31, 2001, and the related statem ent of support, expenses an d changes in net assets - m odified cash 
basis for the year th en ended. These financial statem ents are th e responsibility of th e Friends of 
Fam ilies' management. Our responsibility is to express an  opinion on these financial statements based 
on our  audit. The prior year sum m arized inform ation has been derived from  th e Organizations' 2000 
finan cial statem ents and, our  report dated June 18, 2001, w e expressed an  unqualified opini on on these 
finan cial statem ents. 

W e conducted our audit in accordan ce with auditing standards generally accepted in the United States 
of Am erica an d the stan dards applicable to finan cial audits contained in Government Auditing 
Standards, issued by the Com ptroller General of the United States. Th ese stan dar ds require th at w e 
13tan  and perf(~rm  the audit to obtain reasonable assur axace about "~hether the fin an cial statem ents are 
fxee of m aterial misstatem ent. An audit includes exam ining, on a test basis, evidence supporting the 
am ounts an d disclosures in the finan cial statem ents. An audit also includes assessing the accounting 
principles used an d significant estim ates m ade by m an agem ent, as  well as evaluating the overall 
finan cial statem ent presentation. W e believe that our audit provides a reasonable basis for our opinion. 

A s described in N ote 1, these financial stat em ents w ere prepared on th e basis of cash receipts and 
disbursem ents, except th at the statem ents include a provision for depreciation of equipm ent. This basis 
is a com prehensive bas is of accounting other than  accounting principles generally accepted in the 
U nited States of Am erica. 

In  our opinion, the finan cial statem ents referred to above present fairly, in all m aterial respects, th e 
assets, liabilities an d net assets resulting from  cash tran sactions of FRIEND S O F 
FAM ILIES/B ATO N RO U G E, IN C., as of D ecem ber 31, 2001, an d its support an d expenses an d the 
chan ges in net assets for the year then ended, on the basis of accounting described in Note 1. 

In  accordan ce with Governm ent Auditing Standards, w e have also issued a report dated June 18, 2002, 
~r~ ~ur e~ siderati~  ~f th e FRIENDS O F FAM ILIES/B ATON RO UG E, IN C .'s i~tem al cx3ntr~l 
over finan cial reporting and our  tests of its com plian ce with  certain provisions of laws, regulations, 
contracts, an d grants. That report is an  integral part of an  audit perform ed in accordan ce with 

Government Auditing Standards an d should be read in conjunction with this report in considering the 
results of our audit. 

Baton Rouge, Louisiana 
June 18, 2002 

6811 Jeffersotl Highway ~ Baton Rouge, g~, 70806 ~ (225) 927-6811 ~ Facsimile: (225) 932-0000 
1404 S. Burnside Avenue * Gonz,,des, bX 70737 ~ (225) 647-68i I 
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FRIEND S O F FA M ILIES/BA TO N R O U G E, IN C . 

Baton Rouge Louisiana 

Exhibit A 

STA TEM EN T O F A SSETS, LIA BILITIES, AN D N ET ASSETS - M O D IFIED CA SH  BA SIS 

INVE STM EN T 

D ecem ber 31, 2001 

(with comparative amounts for 2000) 

PROPERTY AN D EQUIPM ENT, net 

Total assets 

A SSETS 

2001 2000 

64,704 97,528 

$ 92~854 $ 135~510 

LIAB ILITIES AND  NET A SSETS 

L IAB ILITIES 

Cash overdraft 

Payroll taxes payab!e and other accrued liabilities 
Due to related parties 

Total liabilities 

N ET A SSETS 

Tem porarily restricted 

Unrestricted 

Total net assets 

Total liabilities an d net assets 

3,356 $ 
723 

200 

24,377 

64.198 

88.575 

1,870 

792 

200 

2.862 

51,963 

80.685 

$ 92~854 $ 135~510 

The accom panying notes to finan cial statem ents 
are an  integral part of th is statem ent. 
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FRIEND S O F FAM ILIES/BA TO N R O U G E
, IN C . 

Baton Rouge Louisiana 

STATEM EN T O F SU PPO RT, EX PEN SES AN D CH AN G ES IN 
N ET ASSETS - M O DIFIED CA SH  BA SIS 

For the year ended December 31, 2001 

(with comparative amounts for 2000) 

SUPPO RT AND RE CLASSIFICATIONS 
G rant: 

Louisiana Office of Community Services 
HErD grant 

Contributions: 

Comm unity 
Individual 

Program  serv ices 
M iscellan eous: 

Recovery of fim ds 

Investment (loss) income 
Other 

Net assets released from restrictions 

Total support 

EXPENSES 
Salaries 

Payroll taxes 
Insuran ce 

Outside serv ices 
Telephone 

O ffice 
R ental 
Fam ily assistan ce 

Legal and accounting 
D epreciation 

M iscellaneous 

Total expenses 

Chan ge in net assets 

NET ASSETS 
Beginning of year 

End of year 

Tem porarily 
Unrestricted Restricted 

4,575 

59,874 
12,134 

13,933 

Totals 

2001 2000 

$ $ 75,000 
4,575 19,712 

185 

(1,775) 
1,525 

27,586 (27,586) 

59,874 

12,134 
13,933 

185 

(1,775) 
1,525 

70,617 
19,108 
12,277 

578 
4,534 

118,037 (27,586) 90,451 201,826 

60,165 

4,975 
13,203 

23,238 
3,500 

590 
2,287 

5,245 
3,457 

9,832 

8,032 

134,524 

(16,487) 

60,165 
4,975 

13,203 

23,238 
3,500 
590 

2,287 
5,245 

3,457 
9,832 

8,032 

100,862 

7,716 
12,978 
26,320 

3,882 

3,837 
t,740 

5,930 
3,185 

8,006 
16,591 

134,524 191,047 

(27,586) (44,073) 10,779 

80,685 5t,963 132,648 121
,869 

The accom panying notes to financial statem ents 
ar e an  integral part of th is statem ent. 



FRIEND S OF FAM ILIE S/BATO N R O U GE, IN C . 
Baton Rouge, Louisiana 

N OTES TO  FIN AN CIAL STATEM EN TS 

N OTE 1 - SUM M ARY OF SIGNIFICAN T ACCOUNTIN G  POLICIES 

N ature of activities 

The Friends of Families/Baton Rouge, Inc. (Friends of Families) is a church 
affi liated non-profit organ ization working with hom eless fam ilies in south 
Louisiana, un employed youth and adults to enhance work possibilities an d 
develop new job opportunities. The Organization funds its program through 
contributions from  various organ izations, individuals from  the Baton Rouge Area 

Foundation, and gran ts. 

Basis of presentation 

Friends of Fam ilies prepares its financial statem ents on the m odified cash basis of 
accounting but includes depreciation of capitalized assets. Under this basis, 
revenues are recognized when received rath er than  when earned, an d expenses ar e 
recognized when cash is disbursed rather th an  when th e obligation is In curred. All 
expenses of the Organ ization ar e classified as program  services. 

Friends of Fam ilies reports inform ation regar ding their finan cial position an d 
activities according to three classes of net assets: unrestricted net assets, 
tem porarily restricted net assets, an d perm an ently restricted net assets. Friends of 

Fam ilies does not have an y perm an ently restricted net assets. 

Th e finan cial statem ents include certain prior-year summ arized com par ative 
inform ation in total but not by net asset clas s. Such inform ation does not include 
suffi cient detail to constitute a presentation in conform ity with  th e principles 

described above. Accordingly, such inform ation should be read in conjunction 
with  th e Friends of Fam ilies' finan cial statem ents for the year ended D ecember 31, 
2001, from  which the sum m arized inform ation w as derived. 

Estim ates 

The prepar ation of finan cial statem ents requires m anagem ent to m ake estim ates 
and assum ptions th at affect certain reported am oun ts an d disclosures. 
Accordingly, actual results could differ from those estimates. Estim ates relate 
prim arily to recording of depreciation expense. 



 

Exhibit CC 
Continu ed 

NOTE 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTIN UED) 

Investm ents 

Investm ents have been recorded at m arket value
, with the am ount of unrealized 

gain or loss recorded in the statem ent of activities. 

Fair value of f'm ancial instrum ents 

The carrying value of cash and accrued liabilities approxim ate fair value due to the 
short-term  m aturity of these instrum ents. 

G rant revenue 

Friends of Fam ilies received one gran t to support their activities
. The progr am  is 

funded through an agr eem ent with th e City of Baton Rouge/Parish of East Baton 
Rouge that is funded by the U .S. Departm ent of Housing an d Urban  Developm ent

. 

Friends of Families received $4,575 for the year ended December 31, 2001. 

Tem porarily restricted net assets 

Friends of Fam ilies received fu nding from  th e D epartm ent of Social Services
, State 

of Louisian a in prior years to support operations. The surplus from  the fu nding has 
been classified as tem porarily restricted net assets. 

Fixed assets and depreciation 

Purchased fixed assets ar e recorded at cost. Fixed assets ar e depreciated over their 
estim ated usefu l lives. 

V acation and sick leave 

Unused vacation an d sick leave lapse at year-end
, except that vacation m ay be 

awar ded subsequently at the discretion of the Executive Director. 

V olunteer services 

During the year ended D ecem ber 31
, 2001, th e value of volunteer services m eeting 

th e requirem ent for recognition in the finan cial statem ents was not reflected in 

these statements since no objective basis for measurement or valuation is available. 



 

Exhibit C 
Continued 

NOTE 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTIN UED) 

Incom e tax status 

Friends of Families qualifies as a tax exempt organization under Section 501(c)(3) 
of the Intern al Revenue Code; therefore, the financial statem ents have no provision 
for federal an d state incom e tax . 

N O TE 2- INV ESTM ENTS 

Investm ents as of D ecem ber 31, 2001, are sum m arized as follows 

Fair 
Cost V alue 

Carrying 
V alue 

LUM F Fixed Rate Fund $ 21,864 $ 21,864 $ 21,864 
LUM F Balan ced Fund 49,527 42

,840 42,840 

$ 71,391 $ 64,704 

In vestm ent loss is com prised of the follow ing: 

Interest 
Dividends 
Unrealized losses 

N O TE 3 - FIXED A SSETS 

At D ecem ber 31, 2001, fixed assets w ere as follow s 

Furniture and fixtures 

Auto 

Less accum ulated depreciation 

$ 64.704 

Total 

$ 5O 
3,994 

(5,819) 

$ (1,775) 

Estim ated 
Service Life Am ount 

5-7 years 

7 years 
$ 29,804 

22,025 

51,829 

(23,679) 

$ 28,150 

Depreciation expense was $9,832 for the year ended December 31, 2001 
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N OTE 4 - SIGNIFICANT SOUR CES O F REVENUE 

Exhibit C 
Continued 

Approxim ately 80%  of the 2001 comm unity contributions were from  Capital Area 

United W ay. 

N O TE 5 - RELATED PA RTY TRA N SA CTIO N S 

During 1997, Friends of Fam ilies received a non-interest bearing advance from  a 
board m ember and his relative. At December 31, 2001, the balan ce of these 

advan ces was $200. 

N O TE 6 - RE CO V ERY  O F FUN D S 

The recovery of funds results from  restitution of funds m isappropriated by a 
form er treasurer of Friends of Fam ilies in a prior period. At December 31, 2001, a 
balan ce of approximately $17,348, excluding accrued interest, remained unpaid. 
The balan ce bear s interest at 9.75%  an d has not been recorded in these finan cial 

statem ents. 

N O TE 7 - D O NATED FA CILITIES 

Friends of Fam ilies utilizes, without charge, certain premises of the First United 
M ethodist Chur ch of Baton Rouge. This item is not reflected as support an d 
expense in the finan cial statem ents. The Church also m ade a contribution of 

$10,973 during 2001. 

N O TE 8 - EM PLO YE E BEN EFIT PLAN  

Friends of Fam ilies has a 401 (k) retirement plan covering substan tially all of its 
em ployees. Retirem ent benefit expense is fu nded through periodic contributions 
to the plan  an d was $1,547 for the year ended December 31, 2001. 

N OTE 9 - CONCENTRA TIONS OF CREDIT RISK  

Finan cial instruments which subject Friends of Fam ilies to concentrations of 
credit risk consist prim arily of investm ents in m oney m arket funds and m utu al 
fim ds. Friends of Fam ilies typically m aintains cash and cash equivalents, an d 
tem porary in vestm ents in  local banks th at m ay, at tim es, exceed the FD IC lim its. 

M anagem ent believes the risk is lim ited. 



NO TE 10 - LO SS O F PRO GRAM  REVENUE 

Exhibit C 
Continued 

During 2001, the Louisiana D epartm ent of Social Services began perform ing 
serv ices that had been contracted to Friends of Fan filies. The effect of this policy 
change w as to terminate the govern m ental funding previously provided. In view 
of this reduction, Friends of Fam ilies has reduced expenses, prim arily personnel, 
related to such contracts. Th e m agnitude of th is revenue reduction to operations is 
undeterm inable at this tim e. 



Special Independent A uditors' R eport 

FRIEN D S O F FA M ILIES/BA TO N R O U G E, IN C . 

Baton Rouge, Louisiana 

D ecem ber 31, 2001 



 

REPORT ON COM PLIAN CE AND ON INTERNAL CONTR OL OVER FINAN CIAL 
RE PORTIN G BASED ON AN AUDIT OF FINAN CIAL STA TEM ENTS PERFORM ED 

IN  A CCO RD AN CE W ITH  G O VERN M EN T A UD ITIN G  STAN DAR D S 

Board of Directors 
Friends of Fam ilies/Baton Rouge, Inc. 
Baton Rouge, Louisiana 

W e have audited the accom pan ying finan cial statem ents of FRIENDS OF FAM ILIES/BATO N 

ROUGE, INC. (Friends of Families) as of an d for the year ended December 31, 2001, an d have issued 
our report thereon dated June 18, 2002. W e conducted our audit in accordan ce with auditing stan dards 
generally accepted in the United States of Am erica and th e stan dards applicable to finan cial audits 
contained in Government Auditing Standards, issued by th e Com ptroller General of the United States. 

C om pliance 

A s part of obtaining reasonable assuran ce about wheth er Friends of Fam ilies' finan cial statem ents are 
free of m aterial m isstatem ent, we perform ed tests of its com pliance with  certain provisions of law s, 
regulations, contracts and gran ts, noncom plian ce with  which could have a direct and m aterial effect on 
the determ ination of fin an cial statem ent am ounts. H ow ever, providing an  opini on on com plian ce w ith 

those provisions was not an  objective of our audit an d, accordingly, we do not express such an  opinion. 
The results of our tests disclosed no instan ces of noncom pliance that ar e required to be reported under 
Governm ent Auditing Standards. 

Internal Control over Financial R eporting 

In planning an d perform ing our audit, we considered th e Friends of Fam ilies' in ternal control over 
finan cial reportin g to determ in e our auditing procedures for the purpose of expressing our opinion on 
th e financial statem ents an d not to provide assur an ce on th e internal control over finan cial reporting. 
H owever, we noted a certain m atter involving the in ternal control over financial reporting an d its 
operation that we consider to be a reportable condition. Reportable conditions involve m atters com ing 
to our  attention relating to significan t deficiencies in the design or operation of the In ternal control over 

finan cial reporting that, in our judgment, could adversely affect the Friends of Families' ability to 
record, process, sum m arize and report finan cial data consistent with  th e assertions of m anagem ent in 
the financial statem ents. 

A m aterial w eakness is a condition in which the design or operation of one or m ore of th e intern al 
control com ponents does not reduce to a relatively low level th e risk that m isstatem ents in am ounts that 
w ould be m aterial in relation to the finan cial statem ents being audited m ay occur  an d not be detected 
w ithin a tim ely period by em ployees in the norm al course of perform ing th eir assign ed  functions. Our 
consideration of the intern al control over finan cial reporting w ould not necessarily disclose all m atters 
in the internal control that m ight be reportable conditions an d, accordingly, would not necessarily 
disclose all reportable conditions that are also considered to be m aterial weaknesses. 

to 
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H ow ever, w e noted the following m atter involving internal control over financial reporting that w e 
consider to be a m aterial weakness as defined above. 

Segregation of D uties 

O bservation: There is not suffi cient segregation of duties to have effective internal control over 
financial reporting. The finding results from the sm all size of the organization

. These lim itations allow  
no opporttmity for m ean ingful segr egation of duties. 

R ecom m endation: N o action recom m ended. 

M anagem ent's corrective action plan: W e concur w ith the finding
. 

This report is intended for th e inform ation of th e Board of Directors
, m an agem ent, and th e Louisiana 

Legislative Auditor an d is not intended to be and should not be used  by an yone oth er th an these 
specified parties. 

Baton Rouge, Louisiana 
June 18, 2002 
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Certified Public A ccountants 


